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CONFIDENTIAL QUITO 2100 

E.O. 11652: GDS 

TAGS: EINV, ENRG, PFOR, EC 

SUBJECT: GULF-GOE NEGOTIATIONS 

REF: QUITO 2039 

1 . GULF HAS STILL HAD NO WORD FROM FINMIN SEVILLA 
REGARDING MEETINGS ON OVERRETENTIONS AND ROYALTY PAYMENTS. 

2. IN RELATED DEVELOPMENTS, OFFICIAL GOE SPOKESMAN HUGO 
GARCES ANNOUNCED MARCH 29 THAT THE SALE OF GULF'S ASSETS 
TO CEPE WILL BE CONCLUDED "WITHIN A FEW DAYS." QUITO 
DAILY "EL TIEMPO" CARRIED A FRONT-PAGE ARTICLE MARCH 30 
QUOTING "INFORMED SOURCES" AS REPORTING THAT THE GULF-GOE 
AGREEMENT SHOULD BE SIGNED THIS WEEK "TO AVOID POSSIBLE 
SUSPENSION OF PIPELINE AND PRODUCTION OPERATIONS." THE 
ARTICLE EXPLAINS THAT CEPE LACKS THE DOCUMENTATION (I.E., 

THE AGREEMENT BETWEEN GULF AND THE GOE) TO SUPPORT ITS 
FOREIGN SALES, AND THAT. WITH SALES LAGGING ACCORDINGLY, 

STORAGE TANKS ARE FULL, NECESSITATING REDUCED PRODUCTION. 

3. POSSIBILITIES OF A SUSPENSION IN PRODUCTION WERE 
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VIGOROUSLY DENIED BY MINISTER OF NATURAL RESOURCES JAIME 
SEMBLANTES MARCH 31. HE CLAIMED PRODUCTION HAS BEEN 
RUNNING AT NORMAL RATES, AND THAT CEPE SALES WOULD 
ACTUALLY INCREASE DURING THE MONTH OF APRIL AT THE NEW 
MINIMUM PRICE OF $13 PER BARREL. ARTICLE IN "EL COMERCIO" 

REPORTING THE MINISTER'S STATEMENT ALSO QUOTED "PETROLEUM 
SOURCES" AS SAYING THE GOE-GULF AGREEMENT WOULD BE 
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REVISED TO PROVIDE FOR ONE FIXED PAYMENT (RATHER THAN 
PAYMENT IN TWO STAGES NOW SPECIFIED IN THE AGREEMENT); 

THAT GULF HAD NOT YET ACCEPTED THE PROVISIONS OF DECREE 
285; AND GULF HAS NOT YET DEPOSITED THE PAYMENTS FOR 
SHIPMENTS DURING THE LAST THREE MONTHS OF 1976. 

4. COMMENT: EMBASSY HAS DECIDED NOT TO CONTACT SEVILLA 
NOR PRESENT THE LETTER OF ASSURANCES UNTIL AFTER GULF'S 
MEETING WITH SEVILLA ON OVERRETENTIONS (WHENEVER THAT 
MAY BE). WE HOPE THAT THE LETTER WILL NOT BE NECESSARY 
IF GULF AND THE GOE CAN REACH AGREEMENT ON THE OUTSTANDING 
TAX QUESTIONS. 

BLOOMFIELD 
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